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Abstract 
Outsourcing is not a recent phenomenon in the industry. Companies have been outsourcing non-core services or functions for 
many years.  Outsourcing of IT management picked up in the late 80’s and since then it has mushroomed into a multi -billion 
dollar industry.  Initially the key driver for outsourcing was controlling operational expenses but over the period of time several 
other factors have been prominent such as flexibility in control of investments and resources, risk sharing, acquisition of special 
skills and competencies, revenue sharing, establishing long term strategic relationship, etc. The decision of outsourcing attaches 
special significance in the strategy formulation in the company or any operation. Large numbers of research papers have been 
published in the past two decades on outsourcing and researchers have studied and analyzed various internal and external factors 
having bearing on outsourcing decision.  Over a period of time new business models and frameworks have emerged helping 
decision makers in the process.  Some researchers have adopted research methodologies that are case studies based or while 
others have designed empirical formulations by conducting extensive surveys.  Interestingly most conclusions from these studies 
tend to converge on similar set of key factors. This paper provides detailed review of the published research body of knowledge 
on outsourcing IT management and explores relevance to telecom operations.  In the case of telecom operators, it is observed that 
the basic set of parameters influencing the decision of outsourcing is same as rest of the industry.  In the recent past, it is 
observed that telecom operators have extended this model by outsourcing management of network infrastructure, management of 
towers, billing systems, marketing, etc. This is creating new working models and relationships. The paper concludes by providing 
the direction for the future research work in this domain 
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1.  Introduction 
 
In the past two decades companies worldwide have gone through number of changes.  Some of the key drivers 
for these changes have been change in the business dynamics, increased competition, impact of socio-economic 
factors, emergence of the third world countries, technological changes, and adoption of new business models in tune 
with the new reality. Companies have been increasingly focusing on their core strength or core line of business 
while doing away with many services which are supposed to be non-core or support services.  Outsourcing is not a 
new phenomenon as companies have been outsourcing number of services such as facilities maintenance, providing 
catered food to employees, sanitary services and so on for decades.  It was the case of Eastman Kodak who 
outsourced internal IT management in the mid-eighties and that triggered an avalanche of outsourcing deals in the 
following years.  IT management was considered as a support service and considering the nature of a support role, 
executives were not very happy to see escalating expenses for capital and operational expenses of IT.  Savings in 
cost was the key driver for many companies in eighties to outsource entire IT management to external vendors. 
This trend has continued in all the industry verticals and telecom has been no exception.  Telecom operators have 
outsourced IT management in addition to various other parts of networks and operations.  Over the years, client and 
vendor relationships have been transformed into strategic relationships with the expectations that this partnership 
will create win-win for both.  
 
2.  Literature Review 
 
The decision of outsourcing creates impact in roles and responsibilities at various levels in the organization.  At a 
time it even creates a level of uncertainty and insecurity among employees.  It is considered to be a highly strategic 
decision hence total buy-in from all the stakeholders and effective and timely communication can produce positive 
results.  This decision could be driven by various factors but each company may have own set of drivers.  There are 
certain factors which remain common irrespective of the sector of the industry. An extensive literature review was 
conducted by authors.  This exercise included review and study of number of research papers, case studies, market 
research reports, and white papers.  The concept matrix is created based on the literature review.   
 
2.1 Selection of Parameters 
 
A set of parameters are selected for building up the concept matrix.  Outsourcing being a highly strategic 
decision, it has serious impacts at various levels of the organization.  The issues, concerns, challenges, and key 
performance indicators are different and strategic level, middle level, and at an operational level in an organization.  
This is primarily due to different levels of engagements by the respective employees with the vendor’s organization.   
Parameters at strategic level in an organization could be savings in overall operational cost or forming a strategic 
relationship or impact on the bottom line while at the operational level they could be monitoring SLAs, QoS, or 
having flexibility in resources or inter organizational relationship management.  Set of parameters are chosen before 
the review was undertaken and then a mapping is created post study and analysis of the published research material 
to identify which of these parameters are discussed by the authors. 
It is extremely important to identify a set of relevant metrics while reviewing vast amount of literature that is 
published by researchers across the world in the domain of outsourcing.  Although cost reduction was the key driver 
in early stages, over a period of time factors such as risk sharing, revenue sharing, flexibility in control, nurturing 
innovations, acquiring required competencies, and maintaining competitive edge have assumed high level of 
importance in the decision of outsourcing services.  Following parameters (list of concepts) are selected: 
1. Savings in Opex 
2. Access to skilled resource/core competence 
3. Non-Core Service 
4. Flexibility in Contract and resource management 
5. Management Control 
6. Impact on SLAs/QoS 
7. Maintain competitive position/Gain competitive advantage 
8. Innovations 
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9. Catalyst (Agent for change) 
10. Risk and Returns sharing 
11. Investments required in infrastructure 
12. Hidden Cost 
13. Strategic partnership 
 
2.2. Concept Matrix: Outsourcing ICT 
 
Table 1: Concept Matrix: Outsourcing ICT 
 
Article Author Journal 
CONCEPTS 
 
1 2 3 4 5 6 7 8 9 10 11 12 13 
Outsourcing 
Anxiety   Morrell, N. Telephony 1998       X     X X     X   X 
Winning 
outsourcing 
strategies  
Quocirca 
Insight Report 
 Quocirca Insight 
Report - 2008 X X         X             
India and 
Services 
outsourcing in 
Asia 
Rupa Chanda  
 The Singapore 
Economic Review - 
2008 
X X X                   X 
Mobile giants 
resist 
outsourcing call  
 Lain Morris  
 
Telecommunications 
- 2007 
X       X   X             
India Takes 
Outsourcing to 
New Heights 
  Telecommunications - 2007 X   X       X             
Outsourcing 
Trends - A 
matter of 
Perspective 
Jeffrey M. 
Kaplan 
Business 
Communication 
Review - 2003 
X       X                 
Outsourcing: 
Remaking the 
vendor-carrier 
relationship 
Report Telecom Asia - 2002 X   X             X     X 
Should you 
Outsource Your 
Internet 
Datacenter 
Eric Krapf 
Business 
Communication 
Review - 2001 
        X X               
It begins with 
towers Kelly Carrol Telephony 2000 X   X                   X 
Outsourcing: 
Doing it more, 
liking it less 
Eric Krapf 
Business 
Communication 
Review - 1999 
X   X     X               
Sourcing, 
insourcing and 
two times 
outsourcing 
Staffen Brege, 
Per-Olof 
Brehmer, 
Helena 
Lindskog 
Strategic 
Outsourcing: An 
international Journal 
- 2010 
X X X X X                 
Strategic 
sourcing: To 
make or not to 
make 
Ravi 
Venkatesan 
HBR - Nov-Dec 
1992   X                     X 
The Core 
Competence of 
the Corporation 
C. K. Prahlad 
and Gary 
Hamel 
HBR - May-June 
1990                           
An Empirical 
Investigation of 
IT sourcing 
practices: 
Mary C. lacity, 
Leslie P. 
Willcoks 
MIS Quarterly - Sept 
- 1998                           
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Lessons from 
experience 
Strategic 
guidelines for 
outsourcing 
decisions'1' 
David Jennings Strategic Change - 1997 X   X       X           X 
Strategic 
Outsourcing: 
Lessons from a 
Systems 
Integrator 
Ronan McIvor Business Strategy Review - 2000 X X X   X         X       
A Strategic 
Management 
Framework for 
IT Outsourcing: 
A Review of the 
Literature and 
Development of 
a Success 
Factors Model 
Jerry 
Fjermestad, Jo 
Ann Saitta 
JITCAR - 2005 X         X X     X X   X 
Getting 
Offshoring 
Right 
Ravi Aron, 
Jitendra Singh HBR - Dec 2005 X X X             X     X 
Application of a 
process 
methodology 
and a strategic 
decision model 
for business 
process 
outsourcing 
Sameer Kumar, 
Edgardo 
Aquino, 
Elizabeth 
Anderson 
Information Systems 
Knowledge 
Management - 2007 
                          
Outsourcing and 
vendor selection 
model based on 
Taguchi loss 
function 
Jiraraat 
Teeravaraprug 
Songklanakarin 
Journal of Science 
and Technology - 
2008 
                          
Key issues for 
global IT 
sourcing: 
Country and 
Individual 
factors 
Madhu T. Rao IS Sourcing - 2004 X X   X                 X 
Global 
Outsourcing of 
IT and IT 
Enabled 
Services: A 
Framework for 
choosing an 
Outsource 
Country 
Shailendra C. 
Jain Palvia JITCA - 2004                           
Understanding 
Qualitative 
Data: A 
Framework of 
Text Analysis 
Methods 
Mary C. Lacity 
and Marius 
Janson 
Journal of 
Management 
Information Systems 
- 1994 
                          
General 
Dynamics and 
Computer 
Sciences Corp: 
Outsourcing the 
IS Function 
 Katherine 
Seger and F. 
Warren 
McFarlen 
Harvard Business 
School Publication - 
1994 
X X X       X     X     X 
Strategic 
Outsourcing at 
 F Asis 
Martinez-Jerez 
Harvard Business 
School Publication - X           X     X X   X 
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Bharti Airtel 
Ltd. 
and V.G. 
Narayanan 
2007 
How to think 
strategically 
about 
outsourcing 
Martha 
Craumer 
Harvard 
Management Update 
- 2002 
      X       X         X 
How 
Information 
gives you 
competitive 
advantage 
M. Porter and 
V. Miller HBR - 1985                           
Unbundling the 
corporation 
Joh Hagel III 
and Marc 
Singer 
HBR - 1999                           
Strategic 
outsourcing: 
leveraging 
Knowledge 
capabilities 
James Quinn 
MIT Sloan 
Management 
Review - 1999 
X X X X       X   X     X 
Xerox: 
Outsourcing 
global 
information 
technology 
resources 
 Lynda 
Applegate 
Harvard Business 
School Publication - 
2002 
X X   X         X   X   X 
The hidden costs 
of IT 
outsourcing 
J. Barthelemy 
MIT Sloan 
Management 
Review - 2001 
                          
Outsourcing : 
Pros and Cons 
Murray 
Weidenbaum 
Indiana University: 
Kelly School of 
Business - 2005 
X X         X             
Taking the 
measure of 
outsourcing 
providers 
David Feeny, 
Mary Lacity, 
and Leslie 
Willcocks 
MIT Sloan 
Management 
Review - 2005 
                          
Technovate: 
Challenges of 
Business 
Process 
Outsourcing 
 Vanita Yadav, 
Sangeeta 
Bharadwaj, 
KBC Saxena 
Asia Case Research 
Center - 2006 X                         
Procter & 
Gamble: Global 
Business 
Services 
T. Delong, W. 
Brackin, A. 
Cabanas, P. 
Shellhammer, 
D. lager 
Harvard Business 
School Publication - 
2005 
                          
Critical 
Requirements 
for Building and 
Sustaining a 
Successful 
Outsourcing 
Relationship 
Kathleen 
Goolsby 
Chapter 18: Global 
Outsourcing 
Strategies 
                          
The Innovative 
Organization: 
Creating Value 
Through 
Outsourcing 
Steven Tadelis 
California 
Management 
Review - UC 
Berkeley Haas 
School of Business - 
2007 
X   X X               X X 
IT Outsourcing: 
Maximize 
Flexibility and 
Control 
Marry Lacity, 
Leslie 
Willcocks and 
David Feeny 
HBR - 1995 X X   X               X X 
Transformationa
l Outsourcing Jane Linder 
MIT Sloan 
Management 
Review - 2004 
X X         X   X         
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The Winner's 
Curse in IT 
Outsourcing: 
Strategies for 
avoiding 
relational trauma 
Thomas Kern, 
Leslie 
Willcocks, 
Wric van Heck 
California 
Management 
Review - 2002 
X                       X 
An Outsourcing 
Checklist 
Paul 
Michelman 
Harvard Business 
School Publication - 
2005 
                          
Outsourcing for 
a competitive 
advantage: The 
human resource 
dimension 
John Benson 
Chapter 9 : Global 
Outsourcing 
Strategies By Peter 
Barrar and Roxanne 
Gervais 
X X   X               X   
Outsourcing: the 
employee 
perspective 
Mike 
Dodsworth and 
Mike 
Constable 
Chapter 8 : Global 
Outsourcing 
Strategies 
                          
Information 
Systems 
outsourcing: A 
literature 
analysis 
Reyes 
Gonzalez, Jose 
Gasco, Juan 
Llopis 
Academic journal - 
literature analysis                           
The role of risk 
and return in 
information 
technology 
outsourcing 
decisions 
Jaak Jurison  
Article - Dec95, Vol. 
10 Issue 4, p239, 9p, 
Journal of IT, 239-
247 
X                 X   X X 
Modeling the 
price, 
performance and 
contract 
characteristics of 
IT outsourcing  
Simon 
Domberger and 
Patrick 
Fernandez, 
Denzil G 
Fiebig 
Journal of 
Information 
Technology 
(Routledge, Ltd.); 
Jun2000, Vol. 15 
Issue 2, p107-118, 
12p, 5 Charts 
X         X               
Theoretical 
perspectives on 
the outsourcing 
of Information 
Systems. 
Myun J. 
Cheon, Varun 
Grover and 
James 
T.C.Teng 
Journal of 
Information 
Technology 
(Routledge, Ltd.); 
Dec95, Vol. 10 Issue 
4, p209, 11p 
                          
The Value of 
Selective IT 
Sourcing 
Lacity, Mary 
C, Willcocks, 
Leslie P; 
Feeny, David F 
MIT Sloan 
Managmeneet 
Review, Spring 
1996, 37,3 pg13 
X X               X   X X 
Outsourcing : 
Maximizing 
Value and 
Avoiding pitfalls 
Mayer Brown 
Rowe & Maw 
2003, 
www.mayerbrownro
we.com / IT 
outsourcing 
                          
Global Sourcing 
and Value Chain 
Unbundling 
Ling Ge, 
Prabhudev 
Konana, 
Huseyin 
Tanriverdi 
2004, University of 
Texas, 
www.mccombs.utex
as.edu 
                          
The Problem of 
Statistical Power 
in MIS Research 
Jack J. 
Baroudi, 
Wanda J. 
Orlikowski 
MIS Quarterly; 
Mar89, Vol. 13 Issue 
1, p87-106, 20p, 6 
Charts 
                          
IT Outsourcing 
Strategies: 
Universalistic, 
Contingency, 
and 
Configurational 
Jae Nam Lee, 
Shaila M. 
Miranda, Yong 
Mi Kim 
Information Systems 
Research June 2004, 
vol.15, no.2, pp. 
110-31. ISSN: 1047-
7047 (print), 
CODEN: ISYREH 
X       X       X       X 
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Explanations of 
Success 
SICI: 1047-
7047(200406)15:2L.
110:OSUC;1-8 
Publisher: Inst. 
Oper. Res. & 
Manage. Sci. 
Country of 
Publication: USA 
A Framework 
for deciding 
what to 
outsource in 
information 
technology 
Cronk, 
Jonathan, 
Sharp, John 
Document type- 
Article, Journal of 
Information 
Technology 
(Routledge, Ltd.); 
Dec95, Vol. 10 Issue 
4, p259, 9p 
X   X             X   X   
The information 
technology 
outsourcing risk: 
a transaction 
cost and agency 
theory-based 
perspective 
Bouchaib 
Bahli, Suzanne 
Rivard 
Doc type - Article, 
Journal of 
Information 
Technology 
(Routledge, Ltd.); 
Sep2003, Vol. 18 
Issue 3, p211-221, 
11p 
                          
Outsourcing 
Network 
Operation's 
Centers 
Graham 
Hillman, 
Global 
Network 
Operations 
A managed service 
report - white paper                           
The outsourcing 
offshore 
Conundrum: An 
Intellectual 
Property 
Perspective 
Donna Ghelfi, 
WIPO   X   X         X   X       
Outsourcing: 
From Cost 
Management to 
Innovation and 
Business Value 
Michael Weeks 
and David 
Feeny 
California 
Management 
Review - UC 
Berkeley Haas 
School of Business - 
2008 
    X             X     X 
Analyzing four 
types of IT 
sourcing 
decisions in the 
context of scale, 
client/supplier 
interdependency 
and risk 
mitigation 
W. L. Currie 
and L. P. 
Willcocks 
Journal of Info 
Systems - 1998                           
Outsourcing - a 
strategic move: 
the process and 
the ingredients 
for success 
Zhiwei Zhu, 
Kathy Hsu, 
Joseph Lillie 
Research Paper, 
Management 
Decision Volume: 
39 Issue: 5 2001 
                          
 
2.3 Savings in Opex 
 
It is noted that savings in operational costhas been a key driver for outsourcing in the past(Saitta and 
Fjermestad(54), Aron and Singh(55), Quinn(8), Weidenbaum(11), Lacity et al (X), Wilcocks (X), and Heck(102) 
(22)  Howarth et al  (64), Chanda (70), Morris (71) (72), Kaplan (73), Carrol (78), Krapf (79), Breger et al (45), 
Jennings (52), MvIvor (53), Rao (60), Segar and McFarlen (2), Jerez and Narayanan (4), Applegate (9), Yadav et al 
(13), Tadelis (19), Linder (21), Benson (24), Jurison (35), Domberger et al (34), Lee et al (37), Cronk et al (33), 
Ghelfi et al (38) ).Achieving savings in operational cost continues to be one of the key drivers even today.  Several 
407 Sunil Patil and Y.S. Patil /  Procedia - Social and Behavioral Sciences  133 ( 2014 )  400 – 416 
authors have discussed in the literature if the real cost savings is still what is expected or even closer to it during 
implementation of the contracts.   Over a period of time clients have learned that expected savings in cost is much 
higher than what is actually realized during implementation of the contracts.  As a matter of fact, in some case there 
may be no cost savings at all and serious issues related to delivery which may result in more cost than what is 
incurred in-house.  This has been a major concern for the senior management as one of the key performance 
indictors is ROI from outsourcing. 
 
2.4 Access to skilled resource and competence 
 
Many companies have realized that they simply don't have the required set of skills among their present 
employees or they don't have luxury of time to train employees to acquire new skills in which case, working with a 
vendor who could provide required skill sets becomes a preferred option for outsourcing the talent(Venkatesan(46), 
MvIvor(108) (53), Segar and McFarlen(2),Quinn(8), Lacity et al (20), Linder(21),Howarth et al (64), Chanda (70), 
Breger et al (45), Rao (60), Applegate (9), Weidenbaum (11), Wilcocks (20), Benson (24), Lacity (36)).  It is also 
observed that companies believe that the competencies required for the services or tasks are not the part of core 
services of the company hence outsource those tasks instead of developing those competencies in-house. 
As the technology continues to evolve and newer hardware and software gets deployed in networks, it becomes 
difficult for the users to train employees for acquiring new sets of skills required to maintain newer technologies.  
While this may be true, many vendors have successfully developed necessary skills and competencies hence clients 
tap into this resource as a part of an outsourcing strategy.   
 
2.5 Non-core Services 
 
The discussion in outsourcing usually is about outsourcing non-core services while retaining core services in-
house.  The discussion in outsourcing must be based on competencies and not simply cost.  For product or service 
companies core competencies provide competitive advantage. Outsourcing can provide a shortcut to a more 
competitive product, but the benefits could be short term only.  In the long term it may be difficult to maintain 
product leadership for companies if core competencies are not built in-house but outsourced (Prahalad and Hamel 
(7)). 
Even with this understanding many companies still take outsourcing decision by classifying core and non-core 
services or processes.  The management believes that the services or processes that are not core to the business could 
be outsourced to obtain cost saving while more investments could be made in the core services of the company(Rao 
(60), Jennings(52), and Tadelis(19),Chanda (70),Morris (72), Carrol (78), Krapf (79), Breger et al (45), MvIvor 
(53),Lacity, Aron and Singh (55),Segar and McFarlen (2),Quinn (8), Cronk et al (33), Ghelfi et al (38), Michael 
Weeks and David Feeny (27) ).Over a period of time, required competencies for most non-core services will be with 
the vendors only and if the client were think of switching some of the processes in-house, the switching cost would 
be prohibitive.  This could be exploited by vendors at the time of contract renewal or renegotiations.  Also it must be 
noted that services that are identified to be non-core could potentially become core with changes in business 
dynamics down the road. 
 
2.6 Flexibility in contract and resource management 
 
Companies are looking for having flexibility in resource deployment.  As the companies become more agile, 
resource flexibility is of prime.  Many times it may not be possible to meet this requirement faster and efficiently 
due to several internal factors such as delays in the process, bureaucracy, and lack of proactive planning of learning 
and development(Breger, Brehmer, Lindskog(45), Craumer(5), Applegate(9), Morrell, N. (63), Rao (60), Quinn (8), 
Tadelis (19), Wilcocks (20), Benson (24) ).A vendor could bring required skills or train employees to acquire new 
skills relatively much faster and possibly at a much lower cost.  While flexibility in resource ramp up or ramp down 
is required, clients also want flexibility in changing specifications, requirements or SLA’s.  Some of these changes 
are renegotiated by the vendor and separate cost is incurred by the client.  Many times client may insist on additional 
SLA’s at no additional cost which may create an adversarial working relationship between the teams. 
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2.7 Management Control 
 
This happens to be one of the major concerns in the decision making process for outsourcing.  The 'Control' 
aspect is related to either managing tasks or controlling the interest of the supplier.  It is observed that many 
managers are either not comfortable or feel losing control of the deliverables in an outsourced project.  Offshoring 
of projects leads to several factors such as time difference, cultural distance, value system, and difference in 
management styles which need to be addressed and could potentially have serious impact on execution of contracts.  
The client and the vendors have to put in place robust processes and mechanisms for tracking progress of projects. It 
is noted that total outsourcing to a single vendor is being replaced by selective outsourcing and using multiple 
vendors(Lee, Miranda, and Kim (37), Lacity et al (20), Morris (71), Kaplan (73), Krapf (76),Breger et al (45), 
MvIvor (53), Wilcocks (20)).By outsourcing complete process or part of the process, certain level of loss of control 
may be felt.  The staff of the client is still responsible for the end product or service to be delivered to the end user 
while outsourcing creates serious dependency hence the concern about control. 
 
2.8 Impact on SLAs/QoS 
 
This is one of most serious issues which get discussed post transition.  Mostly SLA’s form a key part of the 
contract which is extensively negotiated and agreed upon only after careful study and due diligence by both parties( 
Domberger et al (34), Krapf (76), (79), Jerry Fjermestad, Jo Ann Saitta (54) ).  It is also noted that since IT staff is 
mostly involved in formulating SLA’s in the contract and since they know that outsourcing is being considered, 
there may be tendency to formulate SLA’s much stricter than what they have been delivering themselves.  Precisely 
due to that reason verification of the actual process data becomes very important.   
Due to competitive pressure, a service supplier could price the contract much lower than what it should be 
priced at.  During the execution of contract, the supplier will start cutting corners in implementation to improve 
margins as the contract was intentionally underpriced.   This could adversely impact the quality of service provided 
or the SLAs may not be met.  This is also known as ‘Winner’s curse’. If it is noticed that the vendor is having 
serious difficulties in meeting SLA’s as per the contract, client might renegotiate SLA’s and the contract amount 
with the vendor.  There are options such as terminating the contract, switching to another vendor or bringing 
services in-house.  This depends on what stage of the life cycle of the contract is.  The strategies or decisions could 
be different.   If SLA’s are tightened further in the future, vendor may ask for additional funds to deliver them and in 
some cases clients may not have any options left.   
 
2.9 Maintain competitive position/gain competitive advantage 
 
This has been one of the key drivers for outsourcing, especially to low cost countries like India, although India 
is no more considered as low cost country due to escalation of salaries and availability of opportunities to the 
workforce.  Irrespective of the core line of business of the company, cost savings and access to the talent base 
provides an opportunity to the company to stay ahead of the curve. To maintain competitive position or to gain 
competitive advantage, the company needs to do many things some of which are reducing cost, investing in 
innovations, introducing new products, shrinking design cycle, optimizing resource utilization, acquiring new skills 
in short time, etc.  The strategic decision of outsourcing could be related to acquiring new skills so that new products 
could be designed and developed in-house while legacy work could be outsourced( Jennings (52), Seger and 
McFarlen (2), Jerez and Narayanan (4), Weidenbaum (11), Linder (21), Jerry Fjermestad, Jo Ann Saitta (54), 
Morrell, N. (63), Howarth et al (64), Morris (71), (72)). 
Companies have to be nimble and agile in ever changing business dynamics. Changing mindset or thought 
process is one of the most difficult tasks faced by companies as employees are reluctant to accept change.  Vendors 
or service providers provide required agility, organization structure, and processes with flexibility in outsourcing 
which helps them for maintaining competitive position in the marketplace. 
 
2.10 Innovations 
 
The concept matrix clearly shows that level of innovation in outsourced contracts is very low.  If there are any 
innovations that are happening from the vendor side, most of them are for reducing the cost of providing service to 
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the client.  Innovations could be in improving operational processes, enhancing products or services, adding 
functionality to products and services, and adding value in decision support systems. The discussion about 
innovations in outsourced contracts has been going on for number of years and several researchers have talked about 
innovations either by conducting case studies or meeting industry professionals working on outsourced contracts 
(Craumer (5), Quinn (8), Linder (21) Ghelfi et al (38), Morrell, N. (63)).  Leveraging the knowledge that is 
generated by multiple vendors working for a client could produce innovations but the formulation of the contract is 
only SLA’s based hence the level of innovations remain low. 
There are number of challenges faced by clients and vendors in producing innovations when the contracts are 
short term, fixed price, primarily SLA’s based, using multiple vendors, and lack of clear expectations when it comes 
to innovations. The environment must be highly collaborative and conducive for creating innovations.  
 
2.11 Catalyst (Agent for change) 
 
Outsourcing decision has turned into being a catalyst for change (Applegate (9), Linder (21), Lee et al (37))in 
number of cases.  Although the decision of outsourcing has impact on employees, organization structure, and overall 
morals in the company, it drives IT staff to get their act together.  It is observed that IT staff or staff members in 
other core or support functions are reluctant to change processes or adopt new technologies(Craumer (5)).The 
management may decide in such scenario to consider outsourcing which will bring required changes along with 
improvement if efficiency and productivity.  An external service provider is perceived as a threat to the jobs hence 
the staff becomes more adaptable to positive changes in the organization.  The IT staff is expected to be innovative 
so that more efficient processes could be implemented using automation.  A general observation in the industry and 
agreed by most end users is that IT staff does not deliver what is expected by the end users even after spending 
substantial amount of funds on equipment and services.  It is also noted that IT services provided by an internal staff 
are not strategically aligned with the business needs and there is a big IT gap.   
Outsourcing IT management creates a competitor to the internal IT team and is perceived as a threat to their 
jobs.  During the process of selection of a vendor, internal IT organization should also be allowed to compete for the 
work that will be outsourced.  This provides an opportunity to the internal IT staff to be more efficient, creative, 
innovative, and productive for doing the same work which otherwise could be outsourced. 
 
2.12 Risk and Returns Sharing 
 
There has been a serious discussion on risks involved in outsourcing as several surveys indicate that there are 
number of  problems in execution stage of the contracts ( Aron and Singh(55), Jerez and Narayanan(4), Jurison (35), 
Lacity et al  (36), Segar and McFarlen (2), Quinn (8),  Weeks and Feeny (27), Cronk et al (33), Ghelfi et al (38), 
MvIvor (53), Fjermestad et al (54)).Some of these issues are not meeting SLA’s, delays involved, lack of 
innovation, instability in projects due to several socioeconomic factors, and exploitation by vendors.  Realizing that 
outsourcing is here to stay, clients have come up with a partnership model.  Clients are looking for collaborative 
relationship where risk and rewards are sharedas it has to be a win-win relationship.  This is helping clients in 
reducing their Capex while vendors can get benefitted by rewards (revenue sharing) coming out of delivering 
promised products and services to users on time.   
Airtel in India has signed a contract with Ericsson who provides required Radio network to Airtel based on their 
projections.  In this model, Ericsson does not have to sell or market their products (Radio Network) to Airtel as 
Airtel expects Ericsson to install required infrastructure at their own cost in the geography that is provided by Airtel.  
This definitely saves Airtel initial investment needed in infrastructure and Ericsson enjoys guaranteed market share.  
Since IT requires heavy capital investments and recurring operational expenses, outsourcing helps in controlling 
these factors by asking vendors to provide both. Infrastructure sharing has become a norm in the industry, especially 
in the telecom sector. Towers required in the wireless communication networks are frequently shared by multiple 
operators.  Towers which were earlier owned and operated by telecom operators are now totally outsourced to tower 
management companies.  
 
2.13 Investments required in infrastructure 
 
Many companies consider IT as a non-core part of the services hence it is always difficult to justify required 
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investments for IT.  There is also a thought process that if IT is non-core then either it could be outsourced or the 
entire operation could be sold out to a service provider or merged with another company (Jerez and Narayanan (4), 
Applegate (9), Fjermestad et al (54), Morrell, N. (63)).  Newly created company could provide service to the parent 
company and also to clients globally. Due to emergence of cloud service providers, companies will have to take a 
serious look at investing further in IT before investing heavily in the building up the infrastructure and also 
maintaining it.  There is an increasing trend of outsourcing data centers to cloud service providers.  Retaining 
substantial level of staff for maintaining the infrastructure will also change due to moving infrastructure in cloud.  In 
some cases clients are asking vendors to absorb the IT management headcount as a part of the deal.  
 
2.14 Hidden Cost 
 
Hidden cost is incurred from day one when the decision is taken to outsource.  Some of the contributors to the 
hidden cost are expenses and time involved in internal discussions for identifying work that could be outsourced, 
preparation of the requirement document or the contract, consulting charges as the consultant provides required 
expertise in the early stages and also in identifying the vendor, extra cost involved if any additional requirements or 
amendments to the contract, traveling cost, etc.  More than these factors, rework involved is the major contributor to 
the cost in outsourced application development services.  The client even after outsourcing certain processes and 
functions requires maintaining an in-house staff to manage the relationship, monitor day to day performance of the 
vendor, and renegotiate contract when the term is over(Barthelemy (10), Tadelis (19), Benson (24), Jurison (35), 
Lacity et al (36), Cronk et al (33), Lacity (20)).The switching cost or moving outsourced work in-house involves 
large hidden cost. Another way to look at hidden cost would be quantifiable loss due to delays in service, poor 
quality of service, and loss of competitive position in the marketplace.  This cost would be detrimental for a client to 
sustain a business.   
 
2.15 Strategic partnership 
 
The desire or the expectation on the part of management is always to create a win-win situation so that client 
and the service provider both fulfill their expectations.  Usually that is the bottom line in creating a strategic 
partnership.  The relationship is not limited to simply providing services to a client but to also clearly demonstrate 
value addition through action which supports the company strategy.  This relationship requires both the parties to be 
in sync, share the value structure, understand the overall strategy, and ensure that all the processes are fully 
integrated.  The strategic partnership model could have various forms such as revenue and risk sharing, Joint 
Venture, Build Operate Transfer (BOT) model, and Dedicated Development Center (DDC) managed and maintained 
by a client. 
As the outsourcing continues to mature, clients are rarely signing mega deals or multiyear contracts with single 
vendors.Instead of total outsourcing to a single vendor, the trend is to multisource for selective outsourcing(Kern, 
Willcocks, and Heck (22), Weeks and Feeny (27), Morrell, N. (63), Chanda (70),Carrol (78), Venkatesan (46), 
Jennings (52), Fjermestad et al (54), Lacity et al (55), Rao (60), Segar and McFarlen (2), Jerez and Narayanan (4), 
Craumer (5), Quinn (8), Applegate (9), Tadelis (19), Wilcocks (20), Jurison (35), Lacity et al (36), Lee et al 
(37)).Clients are forming strategic partnership with several vendors benefitting both the client and vendors.  In this 
form of working model risk and rewards are shared and more innovations are expected to happen.  The downside of 
this model is loss of in-house competencies and prohibitive switching cost.   
 
3. Outsourcing in Telecom 
 
Outsourcing activity in the telecom sector has been around for the past couple of decades.  The trend always has 
been outsourcing IT management or non-core services.  Operations Support Systems (OSS) and Business Support 
Systems (BSS) form the backbone for any telecom operation.  Most IT related systems come under OSS.  These 
systems are used to provide customer support, enable employees to do their tasks, support various layers of 
communication in the organization, provide transactional support, etc.  The BSS systems include billing systems, 
customer care systems, business process management systems, business intelligence and decision support systems, 
etc.  In the past all these systems and subsystems have been managed by the employees of an operator.  New trends 
have emerged over the past decade and operators have signed mega contracts for outsourcing network management, 
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billing processes, marketing and branding, and tower infrastructure management.  The key drivers for outsourcing in 
telecom sector are same as they have been for outsourcing IT management in other industry sectors.   
The telecom eco system continues to evolve as new players are staking their claims in this global industry.  
Earlier operators had adopted ‘walled garden’ type of a working model but soon realized that in a fiercely 
competitive environment they need to focus on doing things what do best and rest could be outsourced.  This has 
helped in mushrooming number of companies who are now part of the new eco system.  In this process, smaller and 
much nimble companies have become the driving force for creativity and innovations by designing applications and 
services for customers and deliver them using telecom networks.   
 
 
Figure 1: Outsourced Services/Functions by Telecom Operator 
 
Figure 1 shows the basic functions or services carried out by a typical telecom operator as a part of operational 
systems and business systems.  The working model is completely changed and continues to evolve as it is obvious 
that most services and functions are outsourced now. Number of infrastructure providing companies have created 
long term working relationships with their clients and even assumed certain level of risk on their books along with 
an opportunity for revenue enhancement. 
 
3.1 Network Infrastructure  
 
The telecom network infrastructure typically involves number of network elements which could be broadly 
classified under core network and access network.  The core network is sometimes referred to as backhaul.  This 
part of the network involves the entire switching components, controllers, and traffic routing elements while the 
access network involves radio access networks and microwave networks.  These networks are provided by the 
system manufacturers and are installed and commissioned by them.  The infrastructure providing companies install 
and commission network elements and once the network is tuned to given set of parameters, it is handed over to the 
operator staff.  The staff of the operator maintains this network. This model has changed in recent years and most 
telecom operators have started outsourcing installation, commissioning, and maintenance of network elements to the 
system providers themselves.  The model has evolved in which the client and vendor both share revenue and risk.  In 
the earlier model infrastructure companies primarily used to sell hardware and software for the roll out of products 
and services by the operator.  In this model operator is under tremendous pressure to invest large amount of money.  
In the new model an operator and system infrastructure provider work as partners ensuring that infrastructure will be 
ready as per the roll out requirements of an operator well ahead of time.  This model provides win-win for both 
system manufacturers as well as an operator.  
 
3.2  IT Management 
 
IT management is outsourced by large number of companies across all industry sectors hence similar trend is 
also prevalent in the telecom sector for the past couple of decades.  IT management could be outsourced to the same 
vendor who is managing telecom networks or system provider as discussed in the previous section or to another 
412   Sunil Patil and Y.S. Patil /  Procedia - Social and Behavioral Sciences  133 ( 2014 )  400 – 416 
vendor focused only in IT management.  Telecom operators have large data centers in the networks which involves 
thousands of servers running various applications and services.  Hence apart of desktop support, managing data 
centers, greening of data centers, and hosting applications and services is outsourced.  Operators can have these 
concentrated in private cloud and keep these services in-house or outsource them to a Cloud Service Provider (CSP).  
There are number of issues which are of a concern in outsourcing to a CSP such as information security, billing 
accuracy, downtime, disaster planning, etc.  Most CSP’s are addressing these issues by providing robust solutions 
but using services of CSP is still in early stage.  Telecom operators will also have a key role going forward in cloud 
computing and new business models will emerge in outsourcing. 
 
3.3 Tower Management 
 
Outsourcing in telecom continues to evolve.  Towers (active and passive components) constitute almost 70% of 
the networks.  Active parts involve antenna and the electronics that is installed in the ‘huts’ next to the tower while 
passive parts involve power system that is supporting electronics.  This infrastructure used to be managed by the 
staff of the operators but in recent years this has been outsourced to an independent tower management companies.  
There have been tower management companies providing these services for years in the North American and 
European markets.  In the Indian markets only recently operators like Idea, Vodafone (India), and Bharti Airtel 
created Tower management companies like Indus Tower.  Bharti Airtel also created a company Bharti Infratel for 
providing Tower management services.  There are number of challenges in this working model as they exist in a 
multi-sourcing arrangement. 
 
3.4 Value Added Services (VAS) 
 
Average Revenue Per User (ARPU) has been dropping globally as voice has been commoditized. Consumer 
of telecom services is constantly looking for services which will improve his/her quality of life at work and at home.  
Mobility while working is very much required in number of functions.  All this means, operators have to be 
constantly innovative for creating new applications and services.  This has provided entrepreneurs new opportunities 
to start up ventures which focus on designing and developing apps which could be uploaded on telecom networks 
for consumers to use.  Value added services or data services are expected to generate additional revenue which 
operators are desperately looking for.  Content generation is the most important part of providing value added 
services.  Telco’s are being challenged in this space by several small to medium size companies who are more 
nimble, creative, and agile in bringing new apps faster to the users.  Telco’s have realized their limitations in content 
generation hence have started working with number of companies using a revenue sharing model.  Over The Top 
(OTT) players are also challenging Telco’s for number of voice and non-voice services hence yet another 
outsourced part of the business for operators. 
 
4. Conclusion  
 
It is noticed in the extensive literature survey that was undertaken by the authors that the level of innovation in 
outsourced contracts has been much lower.  The concept matrix as presented in the section 2.2 validates that.  As the 
trend in outsourcing is multisourcing, collaborative innovation needs to happen where all the vendors work together, 
innovate together with the client team and implement innovations.  Innovations can be in different domains such as 
technology, processes, products and services, and forward looking areas.  One of the primary reasons for less 
number of innovations in the contracts is the way the contracts are prepared and the level of importance given to 
delivery of SLA’s.  Most contracts are prepared with SLA’s being at the center while there is hardly any mention of 
innovations. There are critical factors for promoting innovation in outsourced contracts and some of them are 
commitment and championship in the top management, creation of environment conducive for innovations, rewards 
and recognition programs, and allocation of separate funding in the contract. Today telecom operator’s core services 
have narrowed down to customer acquisition and churn management while everything else has been outsourced.  
There have been several case studies to understand impacts of this and the published literature concurs with the pros 
and cons due to outsourcing.  Further research and investigation needs to be undertaken to analyze this phenomenon 
which may lead to new organizational structure as well. 
It could be argued that if telecom operators continue to outsource at the current pace, the organization in totality 
413 Sunil Patil and Y.S. Patil /  Procedia - Social and Behavioral Sciences  133 ( 2014 )  400 – 416 
may look like a ‘Hollow Corporation’ where each stakeholder brings certain value to the table for a cost and the core 
team with an operator is primarily responsible for managing global relationships as the supplier base could be global 
in nature, managing legal, financial, and delivery aspects of the contracts signed by various suppliers, and acquiring 
competencies required in the future.  There are serious pros and cons in this model which could be researched. 
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